This study aimed to examine the direct and indirect effects of fiscal decentralization on regional disparity in eastern and western Indonesia through economic growth. Analyzing variable between economic growths because growth based on several theories and previous research says that the increase in local revenues and fund balance can increase economic growth. Meanwhile, according to theory said that increasing economic growth will increase regional disparity.
INTRODUCTION
Aim of the decentralized system of government, which is to create an independent local government, efficient but still controlled by the central government.
So with the system of selfgovernance and efficient, is expected to accommodate the aspirations of its people as well as be able to explore local revenue sources that will be useful to the national income. To 
RESEARCH METHODS
The approach used in this study is a positivist approach. According to Neuman (2006:82-83) 
Definition and Measurement of Variables
The definition and measurement of variables is intended to explain the variable being studied.
In other words, the variable definitions are guidelines how to measure a variable in this study. 
Testing Analysis Model
As explained earlier, this study uses panel data, which are a combination of the data time series and cross-sectional. As for the modeling approach using path analysis or path analysis. Theorem says Oates (1972 Oates ( , 2007 .
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